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ATTORMNEYS ANE COUNSELTRTS

Seprember 29, 1999

Vig Federal Express

Federal Trade Commission
Rowormn 303

A" 51 & Pa. Avenue, MW,
Washingron, D.C, 20580
Attention: Dick Smuith

Dear Mr. Smith:

This letter is in response to owr telephone conversation of August 17, 199%in which you
gave verbal puidance reganling the existence of an exemption under the Ham-Scott-Rodine Auatitust
‘mprovements Act of 1976 ("HSR Aci™ and the regulations promulgated thereunder ("HSR
Kegulations") for the scquisition of Lhe capilal steck of a residential developoient businzss descriow]
below fthe "Lransaction™), and ndicated your willinumess 1o confirm the existence of an cxemplicn
bazed upon a detatled written request,

To summarize pur conversation, 1 expressad to vou my belief thet the Transaction would
qualily for an exemplion under Scelions 802.2(d) and 8024 of the HSR Regulatians, on the basis
that thy Jaz=ts of the acquired company conyisled principally of resideatialf properties held fior sale,
uts under devslopment, and lots and real property held for development. However, [ 'was uneerlain
as to the treatment of the casii. recelvables, goodwill, mods] horne lueniture, offieg sqoipmint and
transpotation equipment of the acquired compaiy . which, depending on its treatment and valuation,
eoneld roguire a separate ypplicacien under the 115K Act, You iniormad me that 1f such frems bare
a reasonable "nexus” to the exevmpt real estarr assets, such assets would alsg be exempt.
Accordingly, the purpese of this lener is 1o set forth for vou the facmal basis upon which | believe
the Transaction qualifics for exempoca under the HSR Regulations, and to receivs your verbal
CLAGLITENCE,

The acquired company {"Target") is, through its oparating subsidiaries, a premier residential
haomebuiider operating principally inthe southerr United Srates. Azproximately 80% of the Target's
vating sceoritics are pwned hy a corporation ("Parent™) that has consolidated assets in excess of
5100 millien. The remaining 20% of the voting securities of the Target wre publicly heid. The
acquirmg person (“Acquirer”) is 2 foreign entity that has consolidated assets in excess of $10
million. The Acquirar will purchase 79 1o 80% of the voting securitics of Target from Parent Jor
cash in creess of 315 million.

A deseription and dellar amowae of the conslidated azsets of the Tarzet are set forth on
Appendix A to this letter. Fair market valucs for assets that may ke "incidental" to exempt assers
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arv also sat forth on Appendix A. The fair market valoes reflected on Appendix A are good faith
catimates by offtcers of the Target. [ have not included farr market values for azsets that are cxcmpt
order Seglion 802.2{dy For purposes ol this leler, it should b assumed thil the Acaenror will in
goud thith make fair market valuations ol the Turget's asscls consislent with those set forth in this
letter.

Based vpon ihe infurmation in Appendin A, and 10 Jizht of vur conversation as deseribed

abave, the assers listed weder the caption "Current Assets” on Appendix /A, are exerpt under Section

802.2(d;, as they consisl cither of residential propetties held for sale, residential lots held [or

dew_lupmt'nt and sate, ummorn}ved resl estate held for residential development and sale, proceeds

fom the sale of residential properties, or prepaid expenses associsted with the busipess of
developing residential property.

Similariv, the asset reflected on the baiance sheet under the caplion "Goadwill™ 13 sxempt
under Section 802 2{d)_ as such assat was created from the vxeess cost ower fair value of 1r:bauenml
development ausers and businesses acquired by the Target,

The "Model Home Furniturs”, " Mortgage Beceivable”, "1 )eposits” and "Deferred Uax Asser”
listed under the caption "ixed Assets” on Appendix A arc also exempt under Section 8072.2¢d). as
all of stech assers wre direetly refated to the purchase and sale of residential properties.

The remaining assets are an office huilding. s fumiters, Bxtures and cquipmont,
automobiles forkey emplovees and minority investments in a(lilized 6 aed morlgage companies.
The acquasitive ul the office building s exempt under Section 832.2¢d). and the furnitere, tixtues
and cquiprnent inthe o fige building shoufd cicher be "incidental” te, or have sufficiert "nexus” to,
the exempt assets 85 to be exemp? iy well.

The: approximate [ur markel value of the assets not aceounisd for above (Le.. the "other
assets” and "investment"} is, I the aggregate, 5014455, Assuming that such asseis fail the "nexus”
sestto either the residential or office properties, they fall below the 315 million theeshold of Section
B02.2{dy Accordingly, it appears thul the Trunsaction qualities for the exemptions under Sections
802.2 ond 802 4 of the HSR Regulations.

If vou azree, disazree, or need more informalion W each o conelusion reganfing whelhet
ar nel the TTansaction is exumpt fom Lhe netilication reyuirements of the TSR Act, plouse Cﬂli the
undersignad at your earlics convenience. -

‘Thank you for vour assistance in this mateer, ! look forward to hearing from you.
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APPENDIX A

Consolfiduted Assets of Target at June 30 1999
(After climiration of intercompany accounts: amounts in dollars )

Fair Market

Amount Yalue
Trpe of Assel {5} <) Deseription af Assct
Curresyd Asvers
Cash 7,780 79T same Cash wenarited I new residentia
homi siles
Accts Bac, Tile Cuo ER e | Sl Furcls hedd o pspmow perding clasing
af new resideniz] homsz sales
Eamyst Mones & ELERELH <Ame Eamzst money/nowes paid in
MNotes Receivahle caacestisn with puew residenrial |
home sales
Apeonits Hes CHher 2EYE A WLt Wariogs regsivables associared with
‘ sidertinl real eite e,
i sl s lund sees, worker's
cOTnpERsAtion inswrarce divicend,
Do
| 7
ComnLssion Advete R same Toometssiun advanees 1 roef catate
: i .I
el Expenses ¥R RTY 1 [ ) Pregeid eapenses assormated with new |
! mesidintial develsptaent
[ny=nwory - Lais a6 310 fuw Levilepsd residential fots at cost
Inventory - WIP 166 471100 ndiL Mew residences cader consteaction,
at cost
Real Estate TnvaniaTies T051 665 i Tewalaped residendial Iyl gred Tapd
heid for pew residential development,
al cost
Flred Asseis
Land and Building 1.578,600% | pa Officy building used in residzntial
kome building busingss i
Futnituee, Fictures & Cauipment 2 7R3.300F 1,254 500 Office Tiilding famitire, flsures and
equinmient -
ledel Home Furcilyre 4, FED a4 2,908 100 Furniture in meda] homaes ysed o gelf
2w residencas
Transparaiion Cuipment 471,500* 245,900 Auteragiiles for Koy Employees
Uither A gners
Mortzazes Receivable 10,3317 Samne Norg sacured by reel estaly

* Cost. orior o depreciation





